International 
Marketing Information 
Series 


— 


os 


Foreign Economic Trends 
and Their Implications 
for the United States 


79-080 


Bolivia 


Frequency: Annual 
July 1979 a 
Supersedes: 77-128 


Prepared by: 
American Fmbassy 
La Paz 


> 
“res of 


Prepared by the U.S. Foreign Service, 
U.S. Department of State, and released by the 


U.S. Department of Commerce 
Industry and Trade Administration 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. An- 
nual subscription, $50. Foreign mailing, $12.50 additional. Single copies, 50 cents, available from 
Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





General Economic Situation and Trends 


Following six years of impressive growth (6-7% per year, 
in real terms), the Bolivian economy is showing signs 
of strain. The rate of real annual growth in the GDP, 
which slowed to 4.8% in 1977, dropped to 3.6% in 1978. 
Imports rose by 23% (FOB) during 1978, while exports 
declined 1.1%. This phenomenon, combined with a 39% 
increase in the services deficit, resulted in a current 
account deficit of $385 million, $217 million more than 
in 1977. 


The primary causes of Bolivia's weak export performance 
are sagging petroleum exports, which in 1978 were 9.1% 

by value below the levels of 1977, and failure to 

expand tin production. Export earnings are not expected 
to increase in 1979, and may fall as a result of the 
continuing decline in petroleum production, and because of 
unfavorable weather in early 1979 which has damaged export 
crops and caused livestock losses. 


Import growth is said to be continuing in 1979, and the 
current account deficit is expected to be larger than in 
the previous year. The balance of payments deficit, which 
amounted to $123 million in 1978, is likely to be greater 
in 1979, but too little is known of government borrowing 
plans to make an accurate projection at this time. 


It does not appear that major new initiatives will be 

taken to reverse the current downturn in the Bolivia 
economy before the elected government takes office in 
August 1979. Measures implemented by the new government, 
perhaps in consultation withthe International Monetary Fund 
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and World Bank, will presumably have little effect on the current account 
results of 1979, but will be crucial in determining the fate of the 
economy in 1980 and 1981- 


Minerals and Hydrocarbons 


High tin prices and an increase in the price of gas sold to Argentina 
offset declines in mine output and petroleum production in 1978, result- 
ing in an increase of 0.1% in the value of minerals and hydrocarbons 
exports as compared with 1977. The value of tin exports increased 12.6% 
to $335.76 million (FOB), although production fell 9.6%. Over 50% of 
Bolivia's tin production is now smelted domestically. 


As a result of a continuing decline in production and rising domestic 
consumption, petroleum (liquids) exports fell 36.2% to 2.86 million 
barrels in 1978, yielding $42.32 million in revenue, as compared with 
$67.4 million in earnings the previous year. Natural gas exports dropped 
slightly in volume (from 57.886 MCF in 1977 to 55,847 MCF in 1978), but 
increased in value (from $66.8 million to $78.51 million) as a result of 
a negotiated price increase with Bolivia's sole customer, Argentina. 


Minerals and Hydrocarbons Outlook for 1979 


Bolivia's non-petroleum minerals production this year is expected to fall 
slightly below the volume level reached in 1978. However, if tin prices 
remain at record levels and the prices for the country's minor metals ex- 
ports (e.g. silver, lead, antimony and bismuth) continue firm, the value 
of minerals exports could reach $425 million (FOB), a 3.1% increase for 
the year. 


Hydrocarbons, however, is another story. Although once a net exporter of 
petroleum, production here has fallen steadily since the mid 1970's. At 

the same time consumption has soared. As a result, the country now faces 

a shortfall in the heavier products and at some point this year it probably 
will have to import either crude or selected products, e.g. diesel and kerosene. 


While in the short and possibly medium term, Bolivia may be able to swap its 
still excess gasoline for the needed heavier products, in the long run it is 
fated to become a net importer of liquids unless significant new discoveries 
are made, domestic consumption is sharply curtailed, or exports of signifi- 
cantly larger volumes of natural gas are achieved. (Natural gas yields 
large volumes of liquids as a by-product.) 


Agriculture 


Production of most of Bolivia's traditional export crops (coffee, sugar 
cane and cotton) rose in 1978, resulting in an increase of 3% in the value 
of agricultural exports. Coffee production in 1978 increased by approxi- 
mately 6% over the previous year, and cotton production was up 11%. Sugar 
cane production exceeded by aporoximately 400,000 metric tons the amount 
necessary to achieve the 1979 raw sugar production quotas established by the 
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Bolivian government. ‘this excess resulted in surplus raw sugar 
production of about 46,000 MT, or nearly 31% of annual domestic 
demand, which will be carried over into the next growing season. 


Imports of wheat and wheat flour, the only agricultural products 
imported in quantity by Bolivia, amounted to 325,000 MT in 1978. 
Of this total, 82,000 MT were imported under US Public Law 480 
Title I and III programs. During 1978 Bolivia signed a PL 480 
Title III agreement with the United States which will result in 
$75 million worth of imports to Bolivia under this program over 
the next five years. 


The agricultural outlook for 1979 is uncertain. Heavy rains have 
caused losses (as yet uncalculated) of livestock and have damaged 
some crops, e.g., cotton, rice and coffee. The Bolivian cotton 
growers' association estimated in May 1979 that cotton production 
for the year would be 22.6% below the level of 1978, and that 
export earnings would fall from $14,317,428 (1978) to $9,677,250. 
Although a decline in agricultural production and export earnings 
in 1979 seems certain, it is not possible to predict at this time 
how substantial the losses will be. 


Implications for United States Exports 


A review of major projects seems certain to be undertaken by the 
government elected in July. In light of current economic developments 
it is likely that cuts will be made in some projects and that others 
may be eliminated. One large investment of great importance to Bolivia 
is the proposed gas pipeline from Bolivia to Brazil. Studies are now 
underway to verify Bolivia's natural gas reserves, and if the reserves 
prove adequate a sales contract could be signed in 1980. The cost of 
the line is roughly estimated at a minimm of $1.5 billion. 


At least one US manufacturer is again under consideration for contract 
awards connected with Bolivia's Andean Pact automotive production assign- 
ment. The contracts were initially granted to Mercedes Benz and Renault, 
but Mercedes decided to withdraw. This project is not moving rapidly and 
may be reviewed by the incoming government. 


The public sector purchases approximately 70% of all imported goods and 
services. While US projects are often thought to be technologically 
superior, price-financial and delivery terms are generally decisive. All 
foreign companies require a Bolivian representative to bid on public 
tenders. Competition for the Bolivian market comes not only from Japan 
and Western European industrial nations, but from Brazil and Argentina, 
whose credit and delivery terms are extremely attractive to Bolivian 
purchasers. 
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BOLIVIA KEY ECONOMIC INDICATORS 


All Values in US $ Million and Represent Period Averages UnlessOtherwise 
Indicated 


3 EST 
EXCHANGE RATE: $US 1.00 = $b 20 1976 1977 CHAN 1978 


INCOME PRODUCTION EMPLOYMENT 


GDF at current prices 3,427 
GDF at constant 1970 prices 917 
Per capita GDP current prices 718 
Fixed capital formation 623 
Personal income NA 
Electric power consumption (La Paz) 

Million kw 299 
Indices: (1970 = 100) 

Industrial Production 161 

Avg. industrial wage NA 

La Paz labor force (000) 2.384.3 

Avg. unemployment date (%) 4 
MONEY AND PRICES 


Money supply 233 
Interest rates (commercial banks*) 153 
La Paz cost of living index (1966=100) 332.1 


BALANCE OF PAYMENTS AND TRADE 


Gold and Foreign Exchange Reserves 
(Gross) 233 202 
External public debt (disbursed) 1,458 1,761 
Annual debt service** 161 356 
Balance of Payment + (-) 25 (-125) 
Balance of Trade + (-) 7 (-152) 
Exports FOB 651 640 
US share 25% 26 
Imports FOB 644 15 792 
US share 33% 26 


The government imposes a 7% tax on bank credits for commercial purposes, 


raising the actual interest rate to 22%. 
Amortization plus interest. 
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Yes. @ @ with a subscription to BUSINESS 


AMERICA, the Journal of Industry and Trade. You'll 
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Department of Commerce at your fingertips—every two 
weeks. 
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over the past decade, designed to permit 
evaluation of current and historical 
industry patterns and trends. 


(please detach here) 


SUBSCRIPTION ORDER FORM C57.511: 
ENTER MY SUBSCRIPTION TO FOREST PRODUCTS 
REVIEW (FORMERLY: PULP, PAPER, AND BOARD) 
at $5.00. Add $1.25 for foreign mailing. 

No additional postage is required for mailing 

within the United States or its possessions. 

Send Subscription to: 





NAME—FIRST, LAST 


(0 Remittance Enclosed 
(Make checks payable 
to Superintendent of 
Documents) 


(0 Charge to my Deposit 
Account No. 











COMPANY NAME OR ADDITIONAL ADDRESS LINE 











STREET ADDRESS 


MAIL ORDER FORM TO: 
Superintendent of Documents 








Government Printing Office 





PLEASE PRINT 


ZIP CODE Washington, D.C. 20402 











